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SUBJECT: INTERVIEW WITH NEW MINISTER OP MINES AND HYDROCARBONS 

1. AMBASSADOR, ACCOMPANIED BY PERTOLEUM OPPICER, MADE OFPICIAL 
CALL APRIL 18 ON NEW MINISTER OP MINES AND HYDROCARBONS, VALENTIN 
HERNANDEZ. THIS WAS PIRST OPPICIAL VISIT SINCE MINISTER TOOK OPPICE 
ALTHOUGH AMBASSADOR AND EMBOPFS HAVE SEEN AND TALKED WITH HIM ON 
NUMBER OP SOCIAL OCCASIONS. MAIN TOPICS COVERED WERE PETROLEUM 
REVERSION, GOVERNMENT POLICY ON LNG DEVELOPMENT, AND US-VENEZUELAN 
PETROLEUM RELATIONS. 

2. MINISTER HERNANDEZ TOOK EXTREMELY RESPONSIBLE AND ENCOURAGING 
APPROACH ON SUBJECT OP PETROLEUM REVERSION. HE EMPHASIZED THAT 
HE HAS RECEIVED DIRECTIVE PROM PRESIDENT PEREZ THAT NO DECISIONS 
ARE TO BE TAKEN ON PETROLEUM REVERSION UNTIL ALTER THOROUGH 
CONSULTATIONS WITH OIL COMPANIES. HERNANDEZ SAID THAT HE IS NOW 
ENGAGED IN ROUND OP CONSULTATIONS WITH PETROLEUM COMPANIES 
BEGINNING WITH SHELL, CREOLE AND MENE GRANDE. HERNANDEZ EMPHASIZED 
THAT VENEZUELA WILL PROCEED RESPONSIBLY AND PRAGMATICALLY ON QUESTION 
OP REVERSION AND THAT ENTIRE PROCESS WILL BE CONTROLLED BY ACCION 
DEMOCRATICA GOVERNMENT, WHICH NOW HAS THE STRONG POLITICAL SUPPORT AND 
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MAJORITY IN CONGRESS THAT MAKES SUCH CONTROL POSSIBLE. 

3. HERNANDEZ SPOKE OE REVERSION AS PART OP A WORLDWIDE MOVEMENT 
TOWARD GREATER CONTROL OP THEIR OWN RESOURCES BY PRODUCING COUNTRIES, 
BUT HE EMPHASIZED THAT IF VENEZUELA PROCEEDS WITH REVERSION IT WILL 
WANT TO DO SO IN WAY THAT WILL PRESERVE MANY OP IMPORTANT ADVANTAGES 
VENEZUELA GAINS FROM PARTICIPATION OF PRIVATE OIL COMPANIES IN 
VENEZUELAN PETROLEUM INDUSTRY. HE CITED SUCH ADVANTAGES AS MARKETING 
SKILLS, TECHNOLOGY, PINANCING, AND MANAGERIAL EPPICIENCY, ALL OP 
WHICH VENEZUELA WOULD WISH TO PIND WAYS TO PRESERVE. ALL IN ALL, HE 
GAVE IMPRESSION OP WISHING TO PIND SOLUTION TO REVERSION PROBLEM 

THAT WILL RECOGNIZE PREVAILING POLITICAL PORCES BY GIVING VENEZUELA 
VISIBLE OWNERSHIP AND CONTROL OP ITS OIL INDUSTRY, WITHOUT DISTURBING, 

MORE THAN NECESSARY, OPERATIONAL STRUCTURE OP OIL INDUSTRY. 

4. HERNANDEZ ALSO DISCUSSED HIS APPRECIATION OF US AS IMPORTANT 
HISTORICAL MARKET FOR VENEZUELAN OIL AND EXPRESSED VIEW THAT US 
WILL CONTINUE TO BE VENEZUELA'S NATURAL MARKET AND MOST IMPORTANT 
MARKET. HE GAVE, IN A GENERAL WAY, ASSURANCES THAT US NEED POR 
VENEZUELAN OIL WILL BE TAKEN INTO ACCOUNT IN VENEZUELAN DECISION- 
MAKING PROCESSES ON OIL POLICY. IN THIS CONTEXT, HE REMARKED THAT 
RECENT RESTRICITONS ON PETROLEUM OUTPUT WERE NECESSARY BECAUSE OP 
AMOUNT OF GAS THAT WAS BEING WASTED BY BEING PLARED INTO ATMOSPHERE. 

5. IN RESPONSE TO AMBASSADOR'S QUESTION ABOUT POLICY OP NEW GOVERN- 
MENT O N DEVELOPMENT OP LNG, HERNANDEZ MADE IT VERY CLEAR THAT 
PRESENT GOVERNMENT HAS LITTLE INTEREST AT THIS TIME IN PROCEEDING 
WITH LNG PROPOSAL PORMULATED BY PREVIOUS GOVERNMENT. HERNANDEZ 
OBSERVED THAT NON-ASSOCIATED GAS CANNOT BE USED TO PRODUCE LNG UNDER 
TERMS OF GAS LAW AS ENACTED BY VENEZUELAN CONGRESS, AND THAT THERE 
ARE NOT SUPPICIENT ASSURED SUPPLIES OF ASSICIATED GAS, ESPECIALLY 
GIVEN PACT THAT AVAILABILITY OP ASSOCIATED GAS WOULD VARY DEPENDING 
ON VOLUME OP OIL PRODUCTION. HERNANDEZ SAID THAT IN HIS OPINION 
PUTURE OP GAS IN VENEZUELA LIES NOT IN COVERSION INTO LNG FOR EXPORT 
BUT IN USES WITHIN THE COUNTRY, SUCH AS REPLACING DIESEL OIL IN 

POWER PLANTS, IN PRODUCTION OP IRON ORE BRIQUETTES, PETROCHEMICALS, 

AND OTHER PRODUCTS. 

6. OVERALL IMPRESSION RECEIVED PROM MINISTER HERNANDEZ IN THIS VISIT 
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IS OP A MAN WHO IS INTELLIGENT, KNOWLEDGEABLE ABOUT HIS JOB, AND 
DETERMINED TO PROCEED IN RESPONSIBLE PASION TO WRESTLE WITH 
DIPFICULT PROBLEMS OP REVERSION THAT LIE AHEAD. 

MCCLINTOCK 
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